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REPORT OF THE DIRECTORS 
OF 

AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY. 


New York, March 19, 1913. 

To the Stockholders: 

Herewith is respectfully submitted a general state¬ 
ment covering the business of the Bell System as a whole, 
followed by the report of the American Telephone and 
Telegraph Company, for the year 1912. 


BELL TELEPHONE SYSTEM IN 
UNITED STATES. 

SUBSCRIBER STATIONS. 

> 

At the end of the year the number of stations which 
constituted our system in the United States was 7,456,- 
074, an increase of 823,449, including 344,173 connecting 
stations. 2,502,627 of these were operated by local, 
co-operative and rural independent companies or associa¬ 
tions having sub-license or connection contracts, so-called 
connecting companies. 

TELEPHONE TOLL STATIONS. 

The Bell telephone toll lines of the United States now 
reach 70,000 places, from many of which a telegraph 
message can be sent. The extent of the system is best 
realized by comparison with less than 65,000 post offices, 
60,000 railroad stations and regular telegraph offices at 
about 25,000 places. 








WIRE MILEAGE. 


The total mileage of wire in use for exchange and toll 
service was 14,610,813 miles, of which 1,678,198 were 
added during the year. Of the total mileage over 12,- 
400,000 miles were exchange wires, and nearly 2,200,000 
toll wires. These figures do not include the mileage of 
wire operated by connecting companies. Of this total 
wire mileage 7,804,528 is underground, including 452,374 
miles of toll wires in underground cables. 


TRAFFIC. 

Including the traffic over the long-distance lines, but 
not including connecting companies, the daily average 
of toll connections was about 738,000, and of exchange 
connections about 25,572,000, as against corresponding 
figures in 1911 of 645,000 and 23,484,000; the total daily 
average for 1912 reaching 26,310,000, or at the rate of 
about 8,472,000,000 per year. 


TRAFFIC OF THE UNITED STATES AND EUROPE. 


The following figures compare the telephone traffic 
with the two other branches of transmission of intelli¬ 
gence—the mail and the telegraph in the United States 
and in Europe during the year 1911: 


EUROPE 



Number 

Per Cent. 

Type of Message. 

During 

of Total 

1911 

Europe 

First Class Mail 
Matter. 

16,500,000,000 

72.2% 

Telegrams. 

370,000,000 

1.6% 

Telephone Conver¬ 
sations . 

6,000,000,000 

26.2% 

Total. 

22,870,000,000 

100.0% 


UNITED STATES 
Number Per Cent. 
During of Total 
1911 U. S. 

9,700,000,000 40.1% 

108,000,000 0.4% 

14,400,000,000 59.5% 


24,208,000,000 100.0% 
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In other words, although Europe has about three and 
a half times the telegraph traffic of the United States, 
and nearly twice the first class mail traffic, it has only 
two-fifths the telephone traffic of the United States. 

The use of the telegraph in Europe was about 2 per 
cent, of the mails, while in the United States it was but 
1.2 per cent., the greater efficiency and distribution of 
the telephone causing the difference. 


PLANT ADDITIONS. 


The amount added to plant and real estate by all the 
companies, excluding connecting companies, constituting 
our system in the United States during the year 1912 
was $75,626,929, distributed as follows:— 


Real Estate. 

Equipment. 

Exchange Lines. 

Toll Lines. 

Construction Work in Process 


$ 9,814,180 
21,928,291 
30,837,778 
14,269,640 
1,222,960* 


$75,626,929 


PLANT ADDITIONS OF PREVIOUS YEARS. 


The amounts added in thirteen years have been 
follows:— 


1900. 


1907 

1901. 

. 31,005,400 

1908 

1902. 

. 37,336,500 

1909 

1903. 


1910 

1904. 

. 33,436,700 

1911 

i 1905. 

. 50,780,900 

1912. 

1906. 




$52,921,400 

26,637,200 

28,700,100 

53,582,800 

55,660,700 

75,626,900 


making a total for the thirteen years of $592,043,300. 


as 


CONSTRUCTION FOR THE CURRENT YEAR. 

Estimates of all the associated operating companies 
and of the American Telephone and Telegraph Com¬ 
pany for all new construction requirements in 1913 have 
* Decrease. 
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been prepared. It is estimated that about $62,000,000 
will be required for current additions to plant in 1913, 
of which amount some $30,000,000 will be provided by 
the existing and current resources of the companies. 


MAINTENANCE AND RECONSTRUCTION. 

During the year $66,705,000 was applied out of revenue 
to maintenance and reconstruction purposes; of this, 
over $15,000,000 was unexpended for those purposes. 

The total provision for maintenance and reconstruc¬ 
tion charged against revenue for the last ten years was 
over $409,000,000. 


DEPRECIATION. 

Each year adds emphasis to the necessity of providing 
fully for that depreciation which comes from obsolescence. 

Local service can be given by a plant that would be 
useless in a comprehensive system made up of local ex¬ 
change and toll as well as long-distance service, and foi 
that reason the Bell plant must be maintained at a higher 
standard than would be necessary if it were a purely 
local exchange service. 

An idea of the changes in apparatus and operating 
methods that have taken place is most graphically set 
out in the engineering report. So gradual have these 
changes been and so gradual has been the improvement 
that it is hard to realize the extent of them. Any tele- 1 
phone engineer perfectly at home in a central office five 
years ago would be utterly lost in one today if he had not 
kept touch with the changes. The central office and 
substation apparatus and operating methods have been 
entirely changed, and yet there has been no wholesale 


i 
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scrapping of the apparatus as was customary in the early 
days. This possibility, however, will be continually 
present and the depreciation reserve must be fully ample 
to take care of it if and when it comes. In the meantime 
the reserve is invested in revenue-earning plant and the 
public is getting the advantage of the use of a large 
amount of plant upon which no dividend has to be earned. 

OPERATING RESULTS FOR THE TEAR. 

The following tables show the business for the year 
of the Bell Telephone System including the American 
Telephone and Telegraph Company and its associated 
holding and operating companies in the United States, 
but not including connecting independent or sub-licensee 
companies, nor the Western Electric Company and 
Western Union Telegraph Company except as invest¬ 
ments in and dividends from those companies are in¬ 
cluded respectively in assets and revenue. All inter- 
. company duplications are eliminated in making up these 
tables so that the figures represent the business of the 
system as a whole in its relations to the public. 

The gross revenue in 1912 of the Bell System—not 
including the connected independent companies—was 
$199,200,000; an increase of nearly $20,000,000 over last 
year. Of this, operation consumed $65,200,000; taxes, 
$10,300,000 or one and one-half per cent, on the out¬ 
standing capital; current maintenance, $31,800,000; and 
provision for depreciation, $34,900,000. 

The surplus available for charges, etc., was $56,900,000, 
of which $14,200,000 was paid in interest and nearly 
$29,500,000 was paid in dividends. 

The total capitalization, including inter-company items 
and duplications, of the companies of the Bell System is 
$1,294,835,468. Of this, $568,976,849 is owned and in 
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the treasury of the companies of the Bell System. The 
capital stock, bonds and notes payable outstanding in the 
hands of the public at the close of the year were $725,900,000. 
If to this be added the current accounts payable, $25,300,- 
000, the total outstanding obligations of every kind were 
$751,200,000, as against which there were liquid assets, 
cash and current accounts receivable, of $73,400,000, 
leaving $677,800,000 as the net permanent capital obliga¬ 
tions of the whole system outstanding in the hands of the 
public. 

During the year 1912 careful appraisals of the physical 
property of all the companies in the Bell Telephone 
System were made by the engineers and it was found, 
that whereas the book cost of the properties as at August 
1st, 1912, was about $736,000,000, the cost of reproduction 
as at the same date exceeded $797,000,000. In other, 
words, at the date named it would have cost about 
$61,000,000 more to replace the actual physical property 
than the amount at which it was then carried on th^ 
books of the companies. 

This appraisal did not include any amount whatever 
for intangible assets, such as good will, patents, franchises, 
cost of developing the business or going concern values, all 
of which would still further increase the cost of repro¬ 
duction by a large percentage. 

The Contracts and Licenses account, which had been 
reduced to a small amount during previous years, was 
entirely written off during 1912. 

For the year there was an increase in assets of $92,300,- 
000, of which $75,600,000 represented current additions 
to plant, including the necessary real estate. This in¬ 
crease of $92,300,000 is represented by $65,800,000 increase 
in outstanding obligations for the whole system, and an ini 
crease in surplus and reserves of $26,500,000. Of this $26,- 
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Bell Telephone System in United States. 
COMPARISON OF EARNINGS AND EXPENSES, 1911 AND 1912. 
(all duplications, including interest, dividends 

AND OTHER PAYMENTS TO AMERICAN TELEPHONE AND 
TELEGRAPH COMPANY BY ASSOCIATED HOLDING 
AND OPERATING COMPANIES, EXCLUDED.) 


Expenses—Operation . 

Current Maintenance. 

Depreciation . 

Taxes ... 


Deduct Interest. 


1911. 

1912. 

Increase. 

$179,477,998 

$199,172,154 

$19,694,156 

$ 60,085,425 

$ 65,246,677 

$5,161,252 

30,184,522 

31,762,636 

1,578,114 

28,655,832 

34,942,802 

6,286,970 

8,965,922 

10,333,349 

1,367,427 

$127,891,701 

$142,285,464 

$14,393,763 

$ 51,586,297 

$ 56,886,690 

$ 5,300,393 

13,610,860 

14,205,365 

594,505 

$ 37,975,437 

$ 42,681,325 

$ 4,705,888 

25,966,876 

29,460,215 

3,493,339 

$ 12,008,561 

$ 13,221,110 

$ 1,212,549 


COMBINED BALANCE SHEETS, 1911 AND 1912. 
(duplications EXCLUDED.) 

ASSETS: Dec. 31,1911. Dec. 31,1912. Increase. 

Contracts and Licenses_ $ 2,943,381 . $ 2,943 381* 

Telephone Plant. 666,660,702 $742,287,631 75,626,929 

Supplies, Tools, etc. 20,749,568 23,601,262 2,851,694 

Receivables. 32,916,127 37,700,623 4,784,496 

Cash. 41,878,140 35,729,037 6,149,103* 

Stocks and Bonds. 66,777,231 84,942,265 18,165,034 

Total. $831,925,149 $924,260,818 $92,335,669 

LIABILITIES: 

Capital Stock. $379,727,832 $393,209,925 $13,482,093 

Funded Debts. 241,032,822 294,380,353 53,347,531 

Bills Payable. . 41,198,431 38,268,341 2,930,090* 

Accounts Payable. 23,382,438 25,320,335 1,937,897 

Total Outstanding Obli- 

cations.............. $685,341,523 $751,178,954 $65,837,431 

Employees Benefit Fund. 8,845,000 8,845,000 

Surplus and Reserves. 146,583,626 164,236,864 17,653,238 

Total . $831,925,149 $924,260,818 $92,335,669 


* Decrease. 
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500,000 increase in surplus and reserves about $700,000 j 
represents premiums on capital stock received through 
conversion of bonds, and $8,845,000 was set aside at De¬ 
cember 31st for Employees’ Benefit Funds hereinafter 
described. 

All of the present surplus and reserves, aggregating 
over $164,000,000, is invested in tangible and productive 
property the revenue from which enables the companies 
to maintain their efficiency without paying capital charges 
on this amount. 

Your attention is called to a comparative statement 
of the Bell System for the years 1907 and 1912. During 
that period the gross earnings have increased $70,600,000,, 
of which $54,900,000 has been absorbed by increase in 
expenses, leaving an increase of $15,700,000 in net earn¬ 
ings. Of this increase in net earnings, $3,700,000 was, 
taken for increase in interest and $11,300,000 for increase 
in dividends. The surplus in 1912 was $13,200,000, an 
increase of $700,000 over that of 1907. 

During this 5-year period the assets of the companies, 
have increased over $311,000,000, while the capital ob¬ 
ligations and payables outstanding have increased only 
a little over $199,000,000. The surplus and reserves- 
have increased from $61,300,000 to $164,200,000, nearly 
$103,000,000 after setting aside $8,845,000 for the Em¬ 
ployees’ Benefit Fund. 

\ 

AVERAGE OPERATING UNITS OP ASSOCIATED OPERATING 

COMPANIES. 

(See table on page 13.) 1 

The table on page 13 shows average operating revenue 
and expenses per station, operating ratios, unit plant cost, 
etc., of the associated operating companies (not including 
the American Telephone and Telegraph Company’s long- 
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Bell Telephone System in United States. 
COMPARISON OF EARNINGS AND EXPENSES, 1907 AND 1912. 
(all DUPLICATIONS, INCLUDING INTEREST, DIVIDENDS 
AND OTHER PAYMENTS TO AMERICAN TELEPHONE AND 
TELEGRAPH COMPANY BY ASSOCIATED HOLDING 
AND OPERATING COMPANIES, EXCLUDED.) 


Gross Earnings. 

Expenses: 

Operation. 

Current Maintenance. . . 

Depreciation. 

^ Taxes. 

1907. 1912. 

.. $128,579,800 $199,172,154 

45,894,900 65,246,677 

.. 

4,873,400 10,333,349 

Increase. 

$70,592,354 

19,351,777 
*■ 30,078,738 
5,459,949 

Total Expenses. 

$ 87,395,000 $142,285,464 

$54,890,464 

Net Earnings. 

Deduct Interest. 

. $ 41,184,800 $ 56,886,690 

10,508,500 14,205,365 

$15,701,890 

3,696,865 

Balance Net Profits. 

Deduct Dividends Paid. . 

$ 30,676,300 $ 42,681,325 
18,151,700 29,460,215 

$12,005,025 

11,308,515 

Surplus Earnings. 

S 12,524,600 $ 13,221,110 

$ 696,510 


COMBINED BALANCE SHEETS, 1907 AND 1912. 


(DUPLICATIONS EXCLUDED. 


ASSETS: 

Cont racts and Licenses. .. 

Telephone Plant. 

Supplies, Tools, etc. 

Receivables. 

Cash... 

' Stocks and Bonds. 


Dec. 31,1907. Dec. 31, 1912. 

S 9,078,000 . 

502,987,900 $742,287,631 

17,165,200 23,601,262 

29,584,500 37,700,623 

24,869,600 35,729,037 

29,448,300 84,942,265 


Increase. 

S 9,078,000* 
239,299,731 
6,436,062 
8,116,123 
10,859,437 
55,493,965 


Total. 


$613,133,500 $924,260,818 $311,127,318 


LIABILITIES: 
Capital Stock. 
Funded Debts. 
Bills Payable. 


$291,095,400 $393,209,925 $102,114,525 
196,113,700 294,380,353 98,266,653 

45,175,700 38,268,341 6,907,359* 


Total Capital Obligations. 
Accounts Payable. 

Total. 

Employees’ Benefit Fund. 
Surplus and Reserves. . .. 


$532,384,800 $725,858,619 $193,473,819 
19,436,600 25,320,335 5,883,735 

$551,821,400 $751,178,954 $199,357,554 

. 8,845,000 8,845,000 

61,312,100 164,236,864 102,924,764 


$613,133,500 $924,260.818 $311,127,318 


Total. . . 
Decrease. 
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distance lines), for the years 1895, 1900, 1905,1911 and 

1912. . 

While the use of the subscriber’s station as the unit 
of telephone statistics is open to the objection that we are 
using a standard which itself fluctuates, nevertheless it 
is the best standard or unit thus far obtainable and is 
therefore continued. 

The steady decrease in revenue and increase in oper¬ 
ation expense per subscriber’s station a striking feature 
in previous years and referred to in those reports was 
checked in 1912, and slight gains over 1911 shown. ' 
There was, however, a small increase in the investment 
per station, to $143. In most respects the per station < 

figures are close to those of 1910. 

A comparison of these figures for 1895 and 1912 shows 
decreases of over one-half in the average cost to the sub¬ 
scriber for the service and of nearly that amount in the i 
maintenance and depreciation as well as other expenses, 
leaving a net revenue per station of $9.29 in 1912 as 
against $23.52 in 1895. As, however, the plant cost per, 
station had decreased almost one-lialf, the average net 
profits on the investment were but slightly affected. 
Moreover, this result was not secured at the expense of the' 
maintenance and depreciation account, which was very, 
nearly the same percentage of the plant investment in 
both years (and of the 1912 appropriations it is shown on 
page 6 that over $15,000,000 remained unexpended). \ 
In other words, the Bell System by its improvements 
in operation and organization has cut in half the expenses 
not varying directly with the physical plant, and by its 
improvements in the art and its development of the busi¬ 
ness has cut in half the investment per subscriber s sta¬ 
tion (and therefore the expenses dependent upon the 
physical plant); so that the average net profit to our 
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Average Operating Units of Associated Operating 
Companies, 1895 to 1912. 

(this table covers the companies owning all the 
exchanges and toll lines of the bell telephone 

SYSTEM EXCEPT THE LONG-DISTANCE LINES OF 
AMERICAN TELEPHONE AND TELEGRAPH CO.) 

Average per Exchange Station. 

EARNINGS: 


EXPENSES: 


Taxes. . 
Total. 




Maintenance and Deprecia¬ 
tion. 

Net Earnings. 

Per Cent. Operation Expense to 

Telephone Earnings. 

Per Cent. Telephone Expense to 

Telephone Earnings. 

Per Cent. Maintenance and De¬ 
preciation to Average Plant, 

Supplies, etc. 

Per Cent. Increase Exchange 

. Stations*. 

h Per Cent. Increase Miles Ex¬ 
change Wire*. 

Per Cent. Increase Miles Toll 

Wire*. 

Average Plant Cost Per Ex¬ 
change Station (including Ex¬ 
change and Toll Construc¬ 
tion) . 

Average Cost per Mile of Wire 
(Toll) (including Poles and 

Conduits). 

Per Cent. Gross Telephone 
Earnings to Average Plant... 

Per Cent. Net Profits to Av¬ 
erage Capital Stock. 

Per Cent. Dividends to Average 
Capital Stock. 

* Increase during year shown, over previous year. 


1895. 

1900. 

1905. 

1911. 

1912. 

$ 69.75 8 44.68 $ 33.31 

8 30.85 $ 30.93 

11.35 

12.60 

9.95 

8.98 

9.21 

8 81.10 $ 57.28 $ 43.26 

8 39.83 8 40.14 

$ 29.15 8 21.63 $ 16.96 

$ 15.36 8 15.17 

2.23 

2.37 

1.49 

1.94 

2.02 

$ 31.38 $ 24.00 $ 18.45 

$ 17.30 $ 

17.19 

8 49.72 $ 33.28 $ 24.81 

8 22.53 $ 22.95 

S 26.20 S 17.68 $ 13.91 

S 13.41 8 13.66 

8 23.52 S 15.60 8 10.90 

$ 9.12 $ 

9.29 

35.9 

37.8 

39.2 

38.6 

37.8 

71.0 

72.8 

74.8 

77.1 

76.9 

9.1 

8.4 

8.9 

9.2 

9.3 

15.7 

26.5 

24.5 

10.8 

10.5 

15.9 

33.2 

27.2 

12.3 

14.3 

21.3 

25.2 

12.4 

6.5 

6.2 

$260 

$199 

$145 

8141 8143 

$ 81 

$ 71 

$ 62 

S 68 8 71 

33.4 

31.7 

31.7 

28.7 

28.9 

10.11 

9.44 

8.34 

7.93 

8.34 

5.07 

6.19 

5.75 

6.30 

6.35 
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companies is but slightly decreased although they re¬ 
ceive less than one-half the former average revenue per 
subscriber’s station for a greatly improved, more reliable 
and comprehensive service. 

WESTERN ELECTRIC COMPANY. 

Our associated operating companies have settled into 
a steady stride and in normal years the rate of growth 
requires only a normal amount of new construction and 
reconstruction. The sales of the Western Electric Com¬ 
pany to the associated companies have therefore not 
recently been subject to violent fluctuations and in the 
past year did not differ materially from those of 1911. 
Sales to other customers have been increased. While 
the rate of net profit on the investment in the business 
is not as large as is earned by other electric manufacturing 
companies, it is sufficient to pay interest on the bonds and 
the regular rate of dividends and provide the reserve 
which such a business requires. 
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1 REPORT OF THE AMERICAN TELEPHONE AND 
! TELEGRAPH COMPANY. 

EARNINGS, 

The net earnings of the American Telephone and 
Telegraph Company were $37,907,644.26, an increase of 
$4,606,398.49 over 1911. The interest charges were 
$5,844,698.86, and the dividends at the regular rate of 
8% per annum were $26,015,587.76. Of the balance, 
$6,047,357.64, there was carried to Reserves $2,800,- 
000.00 and to Surplus $3,247,357.64. 

ISSUES OF CAPITAL STOCK AND BONDS. 

During the year $13,652,000 of new stock was issued 
i under the offer of June 20, 1911. In addition, $2,726,- 
■ 200 of stock was issued upon conversion of bonds, 

I making the total increase of capital stock during 1912, 

I $16,378,200. 

At the close of business December 31, 1912, $132,998,- 
000 of the $150,000,000 of convertible bonds of 1906 had 
been handed in for conversion, leaving outstanding at the 
1 end of the year $17,002,000, a reduction in 1912 of 
$3,457,000. 

The number of shareholders, 50,297, on December 31, 
1912, shows an increase of 2,956 during the year. That 
the distribution is general appears from the following: 

43,553 held less than 100 shares each; 

6,354 held from 100 to 1,000 shares each; 

356 held from 1,000 to 5,000 shares each; 

19 held 5,000 shares or more each (omitting 
brokers and holders in investment trusts, etc.) 
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Of the holders of less than 100 shares each, 

9,450 held 5 shares or less each; 

31*953 held 25 shares or less each. 

The average number of shares held was 66. A majority 
of the company’s shareholders are women. Less than 
7% of the stock was at December 31st in the names of 

brokers. . 

The issue of convertible bonds authorized at the meet¬ 
ing of January 30, 1913, was offered to the shareholders 
and over 97% was subscribed for. The payments have been 
very largely made on the one-payment plan. . 

In pursuance of the plan in view at the time of the 
offer to acquire the stocks of the Western Telephone 
and Telegraph Company, that company was liquidated 
in 1912, its assets (consisting almost wholly of stocks 
and notes of associated companies) being purchased by 
this company at a price which gave the stockholders 
about the same amounts as our offer referred to above. 
As a part of this plan this company guaranteed the $10,- 
000,000 outstanding 5% bonds of the Western Telephone 
and Telegraph Company, secured by collateral which 
became the property of this company upon the above 

purchase. . 

Following the rearrangement of territories of the asso¬ 
ciated companies, and of their organizations to conform 
thereto,—described in previous reports and now prac¬ 
tically completed—satisfactory progress was made during 
the year in rearranging the financial structure of various 
groups. These changes have occasioned considerable 
changes in this company’s holdings of stocks and notes 
of the associated companies, and explain the greater part 
of the gain of $41,000,000 in stocks shown in the balance 
sheet and an increase of less than $8,000,000 in notes he , 
large amounts of this company’s note holdings having 
been exchanged for stock. With small exceptions, new 
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capital secured by these companies other than from this 
company during 1912 was seemed by the issue of bonds. 

The total outstanding capital stock and bonds of the 
American Telephone and Telegraph Company at Decem¬ 
ber 31, 1912, were as follows: 

Capital Stock.$334,805,700 

4 Per Cent. Collateral Trust Bonds 78,000,000 

4 Per Cent. Convertible Bonds. ... 17,002,000 

5 Per Cent. Western Tel. and Tel. 

Co. Bonds. 10,000,000 


Total.$439,807,700 

For the $334,805,700 capital stock, $356,732,218 has 
been paid into the treasury of the company; the $21,- 
926,518 in excess of par value represents premiums. All 
discounts on the bond issues have-been'charged off. The 
outstanding capital obligations therefore represent nearly 
$22,000,000 more than their par value. 

PLAN FOR EMPLOYEES’ PENSIONS, DISABILITY BENEFITS 

AND INSURANCE. 

A Plan for Employees’ Pensions, Disability Benefits 
^nd Insurance adopted by this company, its associated 
companies, the Western Electric Company and The 
Western Union Telegraph Company, was put into oper¬ 
ation on January 1, 1913. This company has made an 
initial appropriation of $2,000,000 and undertaken to 
credit interest at 4% per year on the unexpended balance 
and to appropriate at the end of each year an amount 
sufficient to restore the fund to its original amount, pro¬ 
vided that the appropriation in any year is not to exceed 
$500,000. Each of the companies has similarly made an 
initial appropriation based upon its annual payroll and 
undertaken to restore it by annual appropriations, and 
also to credit interest as in the case of this company. 
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The aggregate initial appropriations for these funds 
by all the companies, including The Western Union 
Telegraph Company and the Western Electric Company, 1 
amounted to 810,845,000. 

The underlying motive in the plan was to secure the 
younger employees, who were intending to make their 
life-work in the service of the Bell System, against the 
ordinary contingencies during the period when it is im¬ 
possible to provide against them by the exercise of the 
usual thrift and economy; and to give such employees 
freedom from anxiety either for their own welfare or that 
of those dependent upon them. 

The following announcement of the plan was made, and 
very favorably received: 

TO THE EMPLOYEES OF THE WESTERN UNION TELEGRAPH , 
COMPANY, WESTERN ELECTRIC COMPANY AND . 

THE BELL TELEPHONE SYSTEM: 

The new plan of benefits for disability due to accidents or 
sickness, of insurance and of pensions, goes into effect with 1 
the new year. 

Nearly 200,000 men and women who are now giving their 
best years to the telephone and telegraph service of the coun- v 
try, wall henceforth be assured of assistance in the exigencies 
of life, for which not all are able to provide, and will also be 
assured of a provision for their declining years. 

It is but natural that every employee should desire to, 
assume the normal responsibilities of fife and to surround him¬ 
self and those dependent upon him with the things that make 
life complete and enjoyable. Unforeseen happenings may 
make these responsibilities heavy burdens, and whatever may 
be put aside for the day of misfortune must in the beginning 
be small and accumulated slowly. A realization that obliga¬ 
tions must be met in times of misfortune, as well as in times 
of prosperity, has made the need of something beside merely 
an old age pension appear absolutely vital. 
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; Employers buy and employees sell service. Perfect service 
is only to be found when fidelity and loyalty are reciprocal in 
employer and employee. It is this relationship that brings 
satisfaction and success to both. 

’ The intent and purpose of the employer in establishing a 
plan of benefits, is to give tangible expression to the reciprocity 
which means faithful and loyal service on the part of the em¬ 
ployee, with protection from all the ordinary misfortunes to 
which he is liable; reciprocity which means mutual regard 
for one another’s interest and welfare. 

This is justice, and without justice and sympathetic interest, 
we cannot hope to do a thoroughly good piece of work. 

The American Telephone and Telegraph Company, .which 
centralizes the Associated Companies into one system, with 
one policy for universal service, has considered the interests 
of all workers and has made a comprehensive plan possible. 
It is the administrative clearing house and the underwriter 
-of the necessary reserve fund, upon which a general plan must 
depend. 

j. One illustrative instance of the exercise of these functions 
[has been the unifying of the various interests so that any em¬ 
ployee may aspire to work anywhere in the country with un¬ 
interrupted benefits, and any company can obtain any man 
it needs, without prejudice to his welfare. 

In behalf of the management of the American Telephone and 
Telegraph Company, the Western Union Telegraph and the 
Western Electric Companies, let me say that we have a per¬ 
sonal interest in our public service, a personal interest in our 
employees and a personal interest in our common country. 
It is our hope that what we have already accomplished has 
lelped the men and women of the Bell system to become 
lappier and better American citizens, and it is our New Year’s 
svish that what has been planned for the future will contribute 
io their constantly increasing happiness and betterment. 

Theo. N. Vail. 

January 1, 1913. 
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SUMMARY OF BENEFIT PLAN ] 

(and illustrations) 

A brief summary of benefits to which employees may be- i 
come entitled is given below. j 

1. Pensions. 

Retirement on pension is provided for employees coming 
under the classes listed below. Employees coming under 
Class A may be retired on pension either at their own request 
or at discretion of Committee. Employees coming under . 
Classes B and C may be retired on pension only upon approval 
of President or Vice-President. 

Class A. j 

For employees whose term of employment has been 20 
years or more and who have reached the age of 60 (females 
55). 

1% of annual average pay during 10 years, for each 
year of service. ■ 


Class B. ( 

For employees whose term of employment has been 25 > 
years or more and who have reached the age of 55 (females^ 

50). . , 

1% of annual average pay during 10 years, for each 


year of service. 

CIcls s C. 

For employees whose term of employment has been 60 
years or more. 

1% of annual average pay for 10 years, for each year 

of service. , 

Example: 

An employee whose term of employment at time of re-^ 
tirement has been thirty years and whose average pay for 
10 years has been $1,500 a year, will receive an annual pen¬ 
sion equal to 30% of $1,500, or $450, payable in monthly 
amounts of $37.50. 

Note: The minimum pension will be $20 a month. 

2. Accident Disability Benefits. 

Full pay for 13 weeks; half pay for remainder of absence, 

not exceeding six years in all. 
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3. Sickness Disability Benefits. 

For employees whose term of employment has been 10 years 
or more. 

Full pay 13 weeks; half pay 39 weeks, after first seven 
days' absence. 

For employees whose term of employment has been 5 years 
or more, but less than 10 years. 

Full pay 13 weeks; half pay 13 weeks, after first seven 
days' absence. 

For employees whose term of employment has been 2 years 
or more, but less than 5 years. 

Full pay 4 weeks; half k pay 9 weeks, after first seven days' 
absence. 

4. Life Insurance. 

Payment to beneficiary or beneficiaries as follows: 

For employees whose term of employment has been 10 
years or more. 

One year's pay, not to exceed $2,000. 

For employees whose term of employment has been five 
years or more, but less than ten years. 

Six months' pay, not to exceed $2,000. 

For employees whose death is caused by accident occur¬ 
ring in and due to performance of work for the company. 
Three years' pay, not to exceed $5,000. 

ENGINEERING. 

During the year 1912 great benefit has resulted in all 
parts of the country from the activities of the large en¬ 
gineering staff which is maintained at headquarters to 
work out for the associated companies problems of their 
plant and service. A number of important engineering 
developments have been initiated and many of great value 
have been well advanced toward completion, but have 
not yet reached the stage where they can be described. 
While a large number have been completed, a very im¬ 
portant part of the year’s progress has consisted in 
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putting into effect in the plant and service of the associated 
companies those numerous improvements which have 
recently been developed and standardized. 

A plant such as the telephone system of the United 
States must be so designed and constructed that at all 
times it may be kept in a healthy condition of growth. 
This growth means not only change in size but also 
change in form, to meet not only conditions of increased 
magnitude, but also to conform by natural modifications 
in structure to the advancing requirements of the service 
which are becoming more numerous, more complex and 
more exacting. The telephone plant, in all its parts, 
must ever be subject to a process of evolution tending 
always to a higher and higher type. Its capabilities of 
responding to these advancing requirements furnish a 
good test of its design and efficiency and value. A study 
of the engineering operations for the year shows that the 
plant of the Bell System has been designed and con- \ 
structed so as to withstand this test and that it is capable > 
of responding to every reasonable demand that may be 
made upon it and of continuing to grow indefinitely not 
only in size but in constantly increasing efficiency and jj' 
usefulness. 

Experience with the engineering devices and methods 
employed in the New York-Denver Line, referred to in 
last year’s report, having demonstrated their value under 
severe practical conditions, a systematic introduction of 
these improvements was undertaken and actively pros¬ 
ecuted throughout the United States, so that at the end 
of 1912 there was a total of 54,750 miles of the heaviest- 
gauge wares equipped with the new arrangement, thus 
doubling their transmission efficiency, and in addition to 
this there were obtained, without any expenditure for 
new wares, phantom circuits equivalent to 12,600 miles of 
the heaviest-gauge circuit. These improvements have 
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brought into communication with each other places for¬ 
merly too remote, and between a great number of places 
less remote, noteworthy improvements in the service 
have been reported. 

Engineering plans have been completed for the exten¬ 
sion of four heavy copper wires from Denver to San 
Francisco and construction work is to commence as soon 
as the weather permits. 

The extraordinary increase in the number of the tele¬ 
phone wires and the difficulty of obtaining additional 
space underground in many places have emphasized the 
importance of utilizing every underground duct to its 
fullest capacity. This could only be accomplished 
through improvements in cables. 600 pairs of wires have 
been the largest number which it has heretofore been 
practicable to employ. Experiments were completed 
during the year and specifications prepared for a new 
type of cable providing 900 pairs, or 1,800 wires, in the 
space which was fonnerly required for 600 pairs. This 
will result not only in great economies in the use of 
cables, but also in large economies in the construction and 
utilization of underground conduits. 

Engineering work has been done during the year upon 
29 telephone central office buildings and 162 central office 
equipments for the various associated companies. The 
most important of these central stations is the large new 
telephone and telegraph building in New York City, 
which is rapidly approaching completion. This is to be 
the largest building used for housing telephone and tele¬ 
graph central office equipments and operating rooms. 
It will contain two telephone central offices of 10,000 
lines each, the long-distance switchboard and operating 
headquarters, and a new operating room and equipment 
for the Western Union service. The engineering plans 
and specifications for this work have been completed, 
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so that the installation of the apparatus and wires may 
commence as soon as the building is ready. 

The Insurance Department has, in conjunction with 
the Engineering Department, inspected during the year 
290 central office buildings of the associated companies 
and, where necessary, made recommendations for re¬ 
ducing as far as possible the fire risk in addition to study¬ 
ing the plans for new buildings and additions to existing 
buildings, with a view to embodying in their construction 
the best ideas for obtaining safety and reducing the fire 
hazard and the insurance rates. 

The work of making and revising fundamental plans 
for the associated companies was actively continued 
during the year, 21 such plans having been made or 
revised for as many cities and for a growth in those cities 
of more than 600,000 stations. 

Acting for the associated companies, the Engineering 
Department has co-operated with State Commissions and 
with national engineering societies in the development 
of the best methods of constructing and operating electric 
light and power and railway wires so as to avoid inter¬ 
ference with telephone and telegraph circuits. 

The results of the latest scientific developments of the 
general engineering staff in the art of speech transmission 
have been placed at the disposal of the associated com¬ 
panies in the form of general bulletins, and special advice 
has been given in numerous specific cases. Bulletins 
also containing results of the latest developments and 
improvements in building plans, traffic engineering prac¬ 
tice, best methods of local and toll operating, standard 
central office equipment, and insurance and fire protec¬ 
tion matters have been issued. 

In the numerous and diverse parts of the instruments 
and apparatus which constitute the plant of the associated 
companies, more than one thousand changes in standards 
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have been made, producing in the plant or service im- 
provements in economy and efficiency. 

In judging of the importance of this work to the asso¬ 
ciated companies, it is in most cases impossible to set down 
its value in dollars and cents, but in some instances it is 
possible to give some indication of its value in the form of 
figures. This is true in the case of an improvement made 
during the year in aerial cables. The large savings re¬ 
ported last year as resulting from the improvement in 
cable sheaths applied to underground cables only. On 
account of peculiar conditions affecting overhead cables, 
particularly those causing vibration in the cable and a 
tendency to crystallization in the alloy of the sheath, the 
improvement could not be applied to aerial cables. 
Development work upon this subject during the year 
has been so successful that now it is possible to use an 
improved and less expensive alloy in the sheaths of over¬ 
head cables as well as underground cables. This results 
in an additional saving to the associated companies in the 
first cost of construction of more than $300,000 each year. 

Another instance is the saving resulting from the fur¬ 
ther introduction of the so-called single ticket method 
of operating toll lines, the extension of which method in 
the service of the associated companies during the past 
3 ear will bring about economies of operation amounting 
to several hundred thousand dollars per annum. 

Other improvements introduced in the service are new 
forms of cord circuits for local and trunk line work- 
improvements in local operating efficiency; improve-’ 
ments in toll line efficiency; improvements in toll cord 
circuits; improved forms of relays for switchboards, and 
improved switchboard cords. While all of these represent 
substantial gains in efficiency, they also represent import¬ 
ant economies which, according to a conservative esti¬ 
mate, amount to more than a million dollars a year 
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Although the total savings from such work as this are 
real and accrue from year to year and are much laxger 
than any figures which have been set down here, it is in 
most cases impossible to trace them in the books of the 
companies for the reason that so often the result has been 
that the saving has appeared in the form of improved 
service without a corresponding increase in rates. Even 
where the savings are direct and tangible, it is often im¬ 
possible to find them in the books. This is well illus¬ 
trated in the case of the very substantial and definite 
saving resulting from the improvement in cable sheaths 
for overhead cables. An examination of the books would 
show that cables actually cost very much more even after 
this improvement than before. The explanation of this 
is found in the large increase in the cost of the other raw 
materials entering into the construction of the cables. 
The effect of such savings as this, therefore, is to prevent 
the total costs from rising as high as they otherwise 
would. 

We too feel the high cost of living. The energies of the 
entire headquarters staff, not only of the Engineering 
Department, but the Administrative, Financial, Ac¬ 
counting and other departments, have been directed to 
this problem. The result is, up to the present at least, 
that while the costs of labor, raw material and commod¬ 
ities in general have been mounting higher and higher, 
telephone rates have not been increasing in proportion, 
but on the contrary, taking the rates throughout the coun¬ 
try as a whole, the trend has been downward. This has 
been accomplished without restricting or impairing the 
service or cutting wages. On the contrary, we have done 
it at the same time that we have provided a greatly en¬ 
larged and more efficient plant and a more extended, 
efficient and amplified service, and in the face of increased 
wages and increased expenditures for welfare work. 
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LEGAL. 

The Legal Department of the American Telephone and 
Telegraph Company is a centralized bureau for the record 
and dissemination of information on all legal subjects 
which are of special interest to the associated companies. 
It issues for their use periodical bulletins containing all 
new court cases of interest, and also other bulletins giving 
the orders, rulings and decisions affecting telephone and 
telegraph companies made by all the Commissions in the 
United States. It also issues, in book form, the tele¬ 
phone and telegraph cases decided by Commissions, and 
a volume for each State of the statutes relating to tele¬ 
phone and telegraph companies, which is revised as new 
legislation is enacted. It has experts on all legal matters 
which are of special interest to the associated companies, 
and furnishes information, briefs and documents to their 
counsel. These experts visit the associated companies 
and assist in the preparation and argument of difficult 
cases. In view of the size and extent of our system and 
operations, the amount of litigation in the State and 
Federal courts is small. 

In addition to the Interstate Commerce Commission, 
there are now Commissions with jurisdiction over tele¬ 
phone companies in thirty-three States. Many matters 
involving our plant and. business are brought before these 
bodies from time to time, and the legal and other repre¬ 
sentatives of the company are co-operating with the 
Commissions in an effort to meet all questions arising, 
in such a manner as to insure the improvement, develop¬ 
ment and extension of the service on terms just to all 
parties. 

The relations of our companies with the public and with 
the supervising Commissions have continued, on the 
whole, to be satisfactory. It would be impracticable to 
review the many orders, rulings and decisions made 
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during the year, but most of them have been favorable 
and none, it is believed, will have the effect of permanently 
retarding the development of the business along the lines 
which have been adopted as the policy of the company. 

The New Jersey Commission has sustained our rates 
in Camden, and elsewhere throughout southern New 
Jersey, as just and reasonable. 

The Ohio Commission has sustained our objection to 
compulsory physical connection with another company 
operating in localities where we were already rendering 
service, and where the effect of such a requirement would 
be to make our facilities available to such other company, 
without the justification of a public necessity. 

The Attorney General of the United States has, during 
the year, conducted an examination of our affairs, and, as 
a result of such examination, has suggested a thorough 
study, from the standpoint of the public, by the Inter¬ 
state Commerce Commission, of the whole problem of 
the relation of government to the transmission of in¬ 
telligence by telegraph and telephone. The company’s 
policy, as already announced, will be to co-operate fully 
with and assist the Commission in every possible way. 

The Interstate Commerce Commission has already is¬ 
sued a general accounting order, effective January 1, 
1913, providing a uniform system of accounts for tele¬ 
phone companies. The order follows generally along 
lines which the accounting officers of this company have 
endorsed. 

For your information, the letter of the Attorney Gen¬ 
eral to the Interstate Commerce Commission, relating to 
the matters above referred to, and the order of the Com¬ 
mission with respect thereto, are here set forth in full: 
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Office of the Attorney General, 

Washington, D. C., January 7, 1913. 
Honorable Charles A. Prouty, 

Chairman , Interstate Commerce Commission, 

Washington, D. C . 

My dear Sir: 

This Department has been engaged for some time past in 
an investigation of certain complaints made on the part of 
persons interested in independent telephone companies 
against the American Telephone and Telegraph Company. 
There are said to be some 20,000 independent telephone com¬ 
panies, representing investments aggregating many millions 
of dollars, which together operate somewhat more than 
4,000,000 telephones. No one of these companies represents 
capital or business comparable in size with that of the Ameri¬ 
can Company or any of its principal subsidiary companies. 
The American Telephone and Telegraph Company, either 
directly, or through subsidiary companies w'hose stock it 
owns, operates what is known generally as the Bell Telephone 
System, which reaches upwards of 70,000 places, distributed 
among practically all the states of the Union, having some 
4,500,000 telephones in use, and operating the principal long 
distance lines between the States. It has an invested capital 
of a book value, of nearly six hundred million dollars. It also 
is the owner of a large block of stock of the Western Union 
Telegraph Company, through which it practically controls the 
operations of the telegraph and cable lines of that corporation. 
The policy of the company is set forth in the annual report of 
its directors to the stockholders, for the year ending December 
31, 1910, as follows: 

“It is believed that the telephone system should be univer¬ 
sal, interdependent and intercommunicating, affording op¬ 
portunity for any subscriber of any exchange to communicate 
with any other subscriber of any other exchange within the 
limits of speaking distance, giving to every subscriber every 
possible additional facility for annihilating time or distance by 
use of electrical transmission of intelligence or personal communi - 
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cation. It is believed that some sort of a connection with the 
telephone system should be within reach of all. It is believed 
further, that this idea of universality can be broadened and 
applied to a universal wire system for the electrical transmission 
of intelligence (written or personal communication), from every 
one in every place to every one in every other place, a system 
as universal and as extensive as the highway system of the 
country which extends from every man’s door to every other 
man’s door. 

“It is not believed that this can be accomplished by sep¬ 
arately controlled or distinct systems nor that there can be 
competition in the accepted sense of competition. 

“It is believed that all this can be accomplished to the 
reasonable satisfaction of the public with its acquiescence, 
under such control and regulation as will afford the public 
much better service at less cost than any competition or 
government-owned monopoly could permanently afford and 
at the same time be self-sustaining. 
************ 

“With the extension of the speaking limits of the telephone 
over connecting lines came also the necessity for the extension 
of the territorial limits of the exchange systems, the necessity 
of standardization, uniformity of apparatus and operating 
methods, and an effective common control over all. The 
necessity for system was the beginning of the Bell System. 
The combination of the separate exchanges and lines into 
larger aggregations or organizations followed. It was nec¬ 
essary to have more effective organization with more effective 
administration and management, and with resources sufficient 
to make the changes which experiment and experience had 
found necessary. 

“It is impossible to define the territorial limitations of a tele¬ 
phone system because from every exchange center communi¬ 
cation is wanted up to the talking limits in every direction. 

“This process of combination will continue until all tele¬ 
phone exchanges and lines will be merged either into one com¬ 
pany owning and operating the whole system, or until a num- 
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ber of companies with territories determined by political, 
business or geographical conditions, each performing all func¬ 
tions pertaining to local management and operation, will be 
closely associated under the control of one central organiza¬ 
tion exercising all the functions of centralized general ad¬ 
ministration. But whatever may be the form of the operating 
organization, there is bound to be for legal purposes and the 
holding of franchises, some sort of subordinate state organiza¬ 
tion which will bring the business and property in each locality 
under the jurisdiction of the state in which it is situated and 
operated. 

“The American Telephone and Telegraph Company, which 
is the owner of all or part of each company forming the Bell 
System, is not simply a holding company. It is not a com¬ 
bination that has eliminated competition between the com¬ 
panies controlled by it. There can be no rivalry or competi¬ 
tion between local exchanges in adjacent territory. Those 
desiring the service of exchanges in adjacent territory in addi¬ 
tion to their own can get it much better and cheaper through 
their local exchange. To give direct individual wires from one 
exchange territory into another would be impractical from the 
multiplication of lines and prohibitive on account of cost. 
The American Telephone and Telegraph Company is a cen¬ 
tralized general administration for all the companies. It does 
the financing for the extension of the business. It furnishes 
the engineering, operating and other experts. It maintains 
a productive and protective organization so far as patents are 
concerned. It defends all the companies against all infringe- . 
ments. It undertakes to bring about improvements by work¬ 
ing out the ideas and suggestions of others, both in and out of 
the business. Its agents keep each company fully informed of 
all that is going on in the field. It avoids all duplication of 
efforts, of experiments, of trial of new methods, apparatus, etc. 

It looks after the public relations of the companies. In other 
words, it performs all that service which is common to all, 
leaving to the local companies the local management. The 
organization is not unlike that of the United States, each local 
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company occupying its own territory and performing all local 
functions, the American Telephone and Telegraph Company 
binding them all together with its long-distance lines and 
looking after all the relations between the local companies 
and between local companies and other companies. To have 
developed the telephone industry to its present state of effi¬ 
ciency would have been beyond the ability of any one of the 
local companies. 

“ All independent systems which have been started have 
more or less followed the same lines, but within restricted 
areas, whether built by one company or interest, or by several. 
First, the local exchange, then the toll line to outlying points, 
and then the long-distance line connecting with other inde¬ 
pendent exchanges, tieing them together to form a system 
affording facilities for communication between the subscribers 
of one exchange and the subscribers of the other, but limited 
in scope, and without the community of interest necessary to 
a common system. 

“In other words we have the Bell System on the one side, 
developed on the lines of a universal, intercommunicating and 
interdependent service. We have the opposition on the other 
side, segregated exchanges or limited systems without univer¬ 
sality, incomplete and inefficient, neither interdependent nor 
intercommunicating, except to a limited extent.” 

In carrying out the policy so frankly outlined in this state¬ 
ment, representatives of many of the independent companies 
have complained that the American Company has not con¬ 
tented itself with the normal extension of its system, but that 
it has purchased competing lines in such manner and in such 
circumstances as to destroy competition which would other¬ 
wise have furnished the public with better facilities at lower 
rates than have since obtained, and that it has refused, eit er 
directly or through competitive and originally independent 
lines acquired by it, to make connections between local lines 
not owned or controlled by it and its own long distance lines, 
and has terminated contracts and arrangements for the inter¬ 
change of business between the lines so acquired, and lines of 
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companies not owned or controlled by the American companies. 
Complaints are also made that in cases where the American 
companies have assumed to make such connections and to 
interchange business with independent companies, they have 
done so in such manner, as in effect, to prevent a satisfactory 
exchange of facilities of communication between the American 
lines and those not controlled by that company, thereby in¬ 
tending to discourage the patrons of the independent com¬ 
panies and drive them to the American companies. 

Complaints are also made that the American Company has 
discriminated between the lines of the Western Union Tele¬ 
graph Company, in whose stock it owns a large interest as 
above mentioned, and the lines of the Postal Telegraph Com¬ 
pany, in which it is not interested, in cases where subscribers 
to its telephone lines request to be put in communication 
with the Postal Company for the purpose of giving it messages 
to be transmitted by telegraph. 

It is also complained that the rates maintained by the 
American companies for local and long distance telephone 
service are unduly high in places and between communities 
where there is no competition; that wherever independent 
companies have been established, rates have been greatly 
reduced, and that in every instance when the American 
Company has secured control of independent companies it 
has immediately increased the rates to an undue extent. 

Representatives of independent companies contend that 
the American Company should receive and interchange busi¬ 
ness with them on a basis analogous to that on which trans¬ 
portation by railroad is conducted, while the American Com¬ 
pany maintains that such interchange is not compelled by 
statute and is impracticable. 

Many of these questions, it seems to me, cannot be appro¬ 
priately dealt with by the law department of the government, 
but should be made the subject of regulation after a careful 
investigation of the whole subject by your honorable body. 
The powers vested in you by statute, appear to me to be ample 
to enable you to make a comprehensive and thorough investi- 
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gation of the matter. It may be that as a result of such investi¬ 
gation, you will conclude that additional legislation should be 
suggested to Congress. Quite a number of the States have 
enacted laws vesting in public utilities commissions or similar 
bodies, jurisdiction, which has been executed in some instances, 
with respect to the acquisition of telephone lines of one com-* 
pany by another, and with respect to the interchange of busi- 1 
ness and facilities between telegraph and telephone lines. 
State regulation, however, cannot be a satisfactory method 
of ultimate solution of the questions arising out of telephone 
operation. The value of a telephone service depends largely 
upon the facility of connecting every individual telephone user 
with any point upon any telephone line in the United States; 
but this should be attained under conditions which secure to the 
public the maximum of convenience upon the most reasonable 
terms consistent with a fair return upon the investment and 
under suitable supervision and control by your honorable body. 

The Interstate Commerce Act as at present in force, makes 
telegraph, telephone and cable companies engaged in sending 
messages from one State, Territory or District of the United 
States to any other State, Territory or District of the United 
States, or to any foreign country, common carriers within the 
meaning and purpose of the act. It requires all charges for 
service rendered in the transmission of messages by telegraph, 
telephone or cable in interstate or foreign commerce or in con¬ 
nection therewith, to be just and reasonable, and makes it un¬ 
lawful for any common carrier subject to the provisions of 
the act, to make or give any undue or unreasonable preference 
or advantage to any particular person, etc., or locality, or to 
any particular description of traffic in any respect whatsoever, 
or to subject any particular person, company, etc., or locality, 
or any particular description of traffic, to any undue or un¬ 
reasonable prejudice or disadvantage in any respect whatsoever. 

The 6th section of the act which requires common carriers 
subject to its provisions to file with the Commission and print 
and keep open to public inspection schedules of rates, fares anc 
charges, is probably not broad enough to extend to telegraph 
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and telephone companies; but the 15th section confers upon 
the Commission ample power of investigation on its own ini¬ 
tiative, and enacts that if the Commission shall be of opinion 
“that any individual or joint rates or charges whatsoever 
demanded, charged, or collected by any common carrier 
or carriers subject to the provisions of this Act for the 
f transportation of persons or property or for the trans¬ 
mission of messages by telegraph or telephone as defined in 
the first section of this Act, or that any individual or 
joint classifications, regulations or practices whatsoever 
of such carrier or carriers subject to the provisions of this 
Act are unjust or unreasonable or unjustly discriminatory, 
or unduly preferential or prejudicial or otherwise in viola¬ 
tion of any of the provisions of this Act, the Commission 
b hereby authorized and empowered to determine and 
prescribe what will be the just and reasonable individual 
or joint rate or rates, charge or charges, to be thereafter 
observed in such case as the maximum to be charged, and 
what individual or joint classification, regulation, or 
t practice is just, fair, and reasonable, to be thereafter 
followed, and to make an order that the carrier or carriers 
shall cease and desist from such violation to the extent 
to which the Commission finds the same to exist, and shall 
not thereafter publish, demand, or collect any rate or 
charge for such transportation or transmission in excess 
of the maximum rate or charge so prescribed, and shall 
adopt-the classification and shall conform to and observe 
the regulation or practice so prescribed.” 

Moreover, by the 20th section, the Commission is authorized 
lot only to require annual reports from the common carriers 
subject to the act, but also, by general or special orders, to 
'equire them to file monthly reports of earnings and expenses 
“and to file periodical or special, or both periodical and 
special, reports concerning any matters about which the 
Commission is authorized or required by this or any other 
law to inquire or to keep itself informed or which it is re¬ 
quired to enforce.” 
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Under the provisions of the statute referred to, the Commis¬ 
sion is, therefore, fully empowered to make the most thorough 
investigation into the rates and practices of the telephone 
companies to determine what are reasonable maximum rates 
to be charged for communication from one State to another, 
and the practice to be observed in all of the dealings of the 
telephone companies with the public and with other companies. 
No comprehensive investigation into the organization, man¬ 
agement and conduct of telephone companies has, so far as I 
am aware, ever been had by governmental agency. The 
investigation of this Department has dealt only with certain 
suggested violations of the Sherman Anti-Trust Act, but the 
whole problem of the relation of government to the trans¬ 
mission of intelligence by telephone and telegraph is one of 
such far-reaching importance and so affects the welfare of the 
entire community, that it appears to me to be a subject which 
should be thoroughly studied from the standpoint of the pub^ 
lie, in order that a governmental policy with respect to the 1 
telephone and telegraph business may be intelligently formu¬ 
lated and adopted. The Interstate Commerce Commission 
is clothed with the powers above referred to and the subject 
is one affecting such general public interests that I venture 
to suggest that you undertake this work. If these suggestions 
commend themselves to your honorable body, I beg to add 
that all of the information which has been collected in this 
Department bearing upon the subject, will be cheerfully put 
at your disposal. 

Very respectfully, 

Geo. W. Wickersham, 

Attorney General . 
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At a General Session of the Interstate Commerce Com¬ 
mission, held at its office in Washington, D. C., on the 
13th day of January, A.D., 1913. 


Franklin K. Lane, 
Judson C. Clements, 
Charles A. Prouty, 
James S. Harlan, 
Charles G. McChord, 
Balthasar H. Meyer, 


'V 


► Commissioners . 


Docket No. 5462. 


TELEPHONE AND TELEGRAPH INVESTIGATION. 

Information having been lodged with this Commission to 
the effect that the American Telephone & Telegraph Com¬ 
pany, by the operations of itself and allied companies, is 
attempting to monopolize the telephone and telegraph business 
of the United States and is fast driving out of existence inde¬ 
pendent competitors; and further, that this company and other 
telephone and telegraph companies are guilty of unlawful 
discriminations and are imposing unreasonable rates, rules, 
regulations and practices in the conduct of their business: 

It is ordered, That a proceeding of inquiry and investiga¬ 
tion be, and it is hereby, instituted into and concerning the 
history, the financial operations, the rates, rules, regulations 
and practices of telephone and telegraph companies subject 
to the Act to Regulate Commerce, with a view to the making 
of a comprehensive report and to the issuance of such order, 
or orders, as may be necessary to correct such discriminations 
and make applicable reasonable rates and practices. 

It is further ordered, That this proceeding be set for 
hearing at such times and places, and that such persons be 
required to appear and testify, to afford such information, 
and to produce such books, documents and papers as the 
Commission may hereafter direct, and that investigation be 
carried on in the meantime by such means and methods as 
may be deemed necessary and proper. 

By the Commission: 

(seal) John H. Marble, 

Secretary . 
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It will be noticed that the Attorney General in his 
letter to the Interstate Commerce Commission says: 

“The value of a telephone service depends largely upon 
the facility of connecting every individual telephone user with 
any point upon any telephone line in the United States; but 
this should be attained under conditions which secure to the 
public the maximum of convenience upon the most reasonable 
terms consistent with a fair return upon the investment and 
under suitable supervision and control by your honorable 
body.” 

This is a clear and comprehensive statement of the 
fundamental policy upon which the Bell System has been 
evolved. In the annual report for 1911 in connection with 
this peculiarity of the telephone, different from that of 
any other public service, the company assumed a respon¬ 
sibility and accountability to the public, by the following 
statement: 

“We believe that we are working this problem out on the 
broad lines of the greatest benefit to the public, and that this 
is evidenced by the fact that our standards and lines of organi¬ 
zation and operation are the standards the world over. 

“Asa corollary to this—we recognize a‘responsibility’ and 
‘accountability’ to the public on our part, which is something 
different from and something more than the obligation of 
other public service companies not so closely interwoven with 
the daily life of the whole community.” 

It is impossible, and would be improper to attempt, to 
forecast the action of the Interstate Commerce Com¬ 
mission, but judging by the past record of that body we 
can but expect that it will be constructive rather than 
destructive. 
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As to the future of the company, it was never brighter. 
Business indications are normal, our relations with the 
public and with the public authorities on a mutually 
satisfactory basis. 

The organization on the lines set forth in previous 
reports is about complete, and the division of the work 
is so clearly drawn and so closely correlated between the 
local administration of the associated companies and the 
central general administration of the American Telephone 
and Telegraph Company that there is no duplication of 
effort or conflict in administration. 


Since the last report, the death of Mr. Francis Blake, 
a long-time director of the company, has occurred. Mr. 
Blake was the inventor of the Blake transmitter, which 
,was in its time the best transmitting and most effective 
telephone in existence and was produced most opportunely 
for the company. The Edison carbon transmitter, which 
'was superior to the magneto transmitter then in use by 
the Bell Companies, had been invented and acquired by 
interests antagonistic to this company. Mr. Blake’s 
invention not only came opportunely, but was so superior 
to all other transmitters then in existence, that it soon 
became a very large factor in the upbuilding of the Bell 
System as it is today. 

For the Directors, 

THEODORE N. VAIL, 
President. 







I 


1 

I 


I 








'fir*! T FT T Edi CT'iTStinfTYm 


I 


41 



♦Includes Private Line Stations. 




































































BELL TELEPHONE SYSTEM IN THE UNITED STATES. 

ALL DUPLICATIONS BETWEEN COMPANIES EXCLUDED. 
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American Telephone and Telegraph Company. 
Balance Sheet, December 31,1912. 


ASSETS. 


Stocks of Associated Companies. 

Bonds of Associated Companies. 

Capital Advances to Associated Com¬ 
panies . 

Telephones. 

Real Estate. 

Long-Distance Telephone Plant. 

Cash and Deposits. 

Special Demand Notes.. 

Current Accounts Receivable. 


$447,017,318.04 

581,000.00 

60,623,823.35 $508,222,141.39 


$13,286,161.53 

507,359.00 

48,635,006.21 62,428,526.74 

--— 21,809,651.22 

10,730,824.86 

3,570,944.98 


$606,762,089.19 


i 


LIABILITIES. 


Capital Stock. 

Capital Stock Instalments. 

4% Collateral Trust Bonds, 1929. 

4% Convertible Bonds, 1936. 

5% Western T. & T. Co. Bonds, 1932. . 

5% Coupon Notes, 1907.. 

Indebtedness to Western Umon Tcle- 

g -aph Co. for New York Telephone 
o. Stock Payable 1913_to 1915.... 
Notes to Associated and Allied Com¬ 
panies .. 

Notes of Associated Companies Dis¬ 
counted . 

Dividend Payable January 15. 

Interest and Taxes Accrued, but not 

due. 

Current Accounts Payable. 

Reserve for Unearned Revenue. 

Employees’ Benefit Fund. 

Reserve for Depreciation and Contin¬ 
gencies .. • • 

Surplus. 


$334,805,700.00 

675.00 

$334,806,375.00 S 

$78,000,000.00 

17,002,000.00 

10 ,000,000.00 

5,000.00 

1 

1 

6 ,000,000.00 

28,682,900.00 

20,300,000.00 

$6,696,114.00 

159,989,900.00 

2,488,886.25 

1,066,260.31 

1,648.62 

10,252,909.18 


2 ,000,000.00 

$40,193,109.14 

59,519,795.87 

99,712,905.01 

$606,762,089.19 


CHARLES G. DuBOIS, Comptroller. 
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American Telephone and Telegraph Company. 
Comparative Statement of Earnings and Expenses 

For the years 1911 and 1912. 


Warnings: 

)ividends. 

nterest and other Revenue from Asso- 

1 ciated Companies. 

'elephone Traffic (net). 

[ther Sources. 

1911. 

$20,844,398.53 

10,462,786.70 

4,979,231.92 

683,812.62 

1912. 

$24,247,430.02 

12,523,084.45 

5,472,812.66 

474,665.62 

Total. 

$36,970,229.77 

$42,717,992.75 

XPENSES. 

3,668,984.00 

4,810,348.49 

Tet Earnings. 

>cduct Interest. 

$33,301,245.77 
5,567,980.30 

$37,907,644.26 

5,844,698.86 

Balance. 

dividends Paid. 

$27,733,265.47 

22,169,449.79 

$32,062,945.40 

26,015,587.76 

> Balance. 

$5,563,815.68 

$6,357.64 

Carried to Reserves. 

arried to Surplus. 

$2,800,000.00 

2,763,815.68 

$2,800,000.00 

3,247,357.04 


$5,563,815.68 

$6,047,357.64 


CHARLES G. DuBOIS, Comptroller. 
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American Telephone and Telegraph Company. 
Annual Earnings and Dividends. 


Year. 

1900. 


Net 

Revenue. 

$5,486,058 

Dividends 

Paid. 

$4,078,601 

Added to 
Reserves. 
$937,258 

Added to 
Surplus. 
$470,198 

1901. 


7,398,286 

5,050,024 

1,377,651 

970,611 

1902. 


7,835,272 

6,584,404 

522,247 

728,622 

1903. 


10,564,665 

8,619,151 

728,140 

1,217,37^ 

1904. 


11,275,702 

9,799,117 

586,149 

890,43 l 

1905. 


13,034,038 

9,866,355 

1,743,295 

1,424,381 

1906. 


12,970,937 

10,195,233 

1,773,737 

1,001,96(1 

1907. 


16,269,388 

10,943,644 

3,500,000 

1,825,74^ 

1908. 

. — 

18,121,707 

12,459,156 

3 ,000,000 

2,662,55: 

-Iv09. 


23,095,389 

17,036,276 

3 ,000,000 

3,059, ll! 

1910. 


26,855,893 

20,776,822 

3 ,000,000 

3,079,07: 

1911. 


27,733,265 

22,169,450 

2,800,000 

2,763,81; 

1912. 


32,062,945 

26,015,588 

2,800,000 

3,247,35' 



CHARLES G. 

DuBOIS, 

Comptrollei 























Henry A. Piper, 

Auditor and Public Accountant, 
953 Old South Building. 


Boston, February 24, 1913. 

I have examined the accounts of the Treasurer and 
Comptroller of the American Telephone and Telegraph 
Company, covering the year ending December 31, 1912, 
md have to report as follows: 

I have determined the cash on hand and in the banks 
nd trust companies, and find the amount, after allowing 
|jr outstanding checks, to agree with the balance of cash 
m that date. 

I have seen approved and receipted vouchers for all 
isbursements, and have verified the record of cash 
eceipts. 

- I have seen that all notes and stock certificates owned 
y the company are in hand and correctly entered upon 
(be books. 

^ I have found all Cash book and Journal entries duly 
osted to the Ledger and the footings correct; and have 
roved the Balance Sheet. 

I hereby certify that in all my investigations as above 
scited, I have found everything correct. 

Henry A. Piper. 


PRESS OF WILLIAM GREEN. A CORPORATION. NEW YORK 



























